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The American Time Use Survey (ATUS) produces
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Figure 8. Apparel and services expenditures, in 2015 dollars, by age group,
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Sowrce: U.5. Bureau of Labor Statistics.

[i[Historically, there has been a tight negative relationship between the unemployment rate and the job openings
rate. This relationship is known as the Beveridge curve. However, since the summer of 2009, this relationship
seems to have broken down. In April 2011 the unemployment rate was 2.0 percentage points above its level
implied by the Beveridge curve.

In this study we decompose the gap between the
actual unemployment rate and that implied by the
Beveridge curve into different parts using data
from the Job Openings and Labor Turnover
Survey (JOLTS).
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[iilThe Beveridge curve can be interpreted as the job openings rate at which the current unemployment rate would
be in its flow steady state. This steady state of the unemployment rate is that for which, at the current rates at
which workers move between employment, unemployment, and non-participation, the unemployment rate would
not change. In order to implement our decomposition, we construct the Beveridge curve by solving a fitted flow-
steady-state equation using data on job openings, hires, layoffs and quits from JOLTS as well as data on entry and
exit from the labor force from the CPS.

We then use the estimated flow-steady-state
equation to derive an approximate additive
decomposition of deviations of the unemployment
rate from the Beveridge curve into parts due to
hires per vacancy, layoffs, quits, as well as labor
force entry and exit. We find that the current
Beveridge curve gap is almost fully attributable
to an unexplained shortfall in the vacancy yield,
i.e. the number of hires per vacancy, while a

lower than expected quits rate reduces the gap.
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We further decompose the Beveridge curve gap to consider which industries account for the unexplained decline
in the vacancy yield, as well as for the behavior of the quit and layoff rates. The result of this industry
decomposition is that the shortfall in the vacancy yield is widespread across all industries. The vacancy yield deficit
is particularly pronounced in construction, manufacturing, trade and transportation, leisure and hospitality, as well
as in the industries not classified in JOLTS. From February 2011 through April 2011, the difference between the
observed and predicted hires per vacancy in construction alone accounted for more than 1 percentage point of the
2.1 percent by which the actual unemployment rate exceeded that implied by the Beveridge curve.

Derivation of steady-state condition for the unemployment rate:

Because the labor force in month # denoted by LF, equals the sum of the number of employed, E, and the
number of unemployed, U,, the change in the number of unemployed persons can be written as the change in the
labor force minus the change in the number of employed persons. That is

U, —U,_, =AU, = ALF, — AE, (1)
Normalizing both sides of this expression by the labor force and using the fact that the unemployment rate, ., is
the ratio of the number of unemployed persons and the size of the labor force, we can write

LF;
Ly

AL,  E,._, AR )
LR_, LR_,E_, (2)

Uy — U,y =

Hence, for the change in the unemployment rate to be zero, that is for unemployment to be in steady state, it must

be the case that gizﬂ = gi“. Thus, the unemployment rate is in steady state whenever the growth rate of the

labor force equals the growth rate of employment.

Of course, our decomposition is merely an accounting exercise and does not directly provide any explanations for
the deviations of the flow rates from their predicted levels. We discuss some potential explanations as well as how
the shift in the Beveridge curve may translate into a higher natural rate of unemployment in the final part of this
article.

Approach
The approach in the current study builds on this concept of "bridge jobs", especially the findings that

- the majority of these bridge jobs are not in the same industry or occupation as the career job (Ruhm 1990),
leading one to surmise that there is little transfer of skill or human capital from the career job to bridge
job;

- the characteristics most highly correlated with the transition to bridge jobs are those associated with low-
wage workers (Welch and Peracchi 1994), which again suggests lower levels of skill or human capital;

- the proportion of workers transitioning to bridge jobs declined significantly between 1969 and 1989 — a
period when retirement rates were rising and labor force participation rates were falling, suggesting
that access to bridge jobs may have declined during this period;

- the patterns of transitions among older workers paralleled that among younger workers in the 1970s and
1980s (Welch and Peracchi 1994).

These findings lead to the hypothesis that there may be a high level of competition and substitutability between
older and younger workers for the types of part-time jobs typical of "bridge jobs", and that some common factor
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affected both older and younger workers in an increasing pattern during the 1970s and 1980s, which then
attenuated in the 1990s and 2000s.

The "culprit" identified in this study — the common factor affecting both younger and older workers — is the post
WWII baby boom. Their large relative cohort size — typified in a lagged Total Fertility Rate (TFR) — affected relative
wages, unemployment, and the proportion of younger workers in part-time and/or part-year jobs, due to
overcrowding in the cohort (demonstrated for young men by Macunovich 1999, 2002). The relative cohort size
measure used here for older women is consequently the ratio of 25-34 year old women working part-time and/or
part-year, to the number of women aged 55-69, and it is instrumented (given the possibility of endogeneity in the
contemporaneous relative cohort size variable) using a 30-year lag of the Total Fertility Rate.

Test tables link
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We further decompose the Beveridge curve gap to consider which industries account for the unexplained decline
in the vacancy yield, as well as for the behavior of the quit and layoff rates. The result of this industry
decomposition is that the shortfall in the vacancy yield is widespread across all industries. The vacancy yield deficit
is particularly pronounced in construction, manufacturing, trade and transportation, leisure and hospitality, as well
as in the industries not classified in JOLTS. From February 2011 through April 2011, the difference between the
observed and predicted hires per vacancy in construction alone accounted for more than 1 percentage point of the
2.1 percent by which the actual unemployment rate exceeded that implied by the Beveridge curve.

We further decompose the Beveridge curve gap to consider which industries account for the unexplained decline
in the vacancy yield, as well as for the behavior of the quit and layoff rates. The result of this industry
decomposition is that the shortfall in the vacancy yield is widespread across all industries. The vacancy yield deficit
is particularly pronounced in construction, manufacturing, trade and transportation, leisure and hospitality, as well
as in the industries not classified in JOLTS. From February 2011 through April 2011, the difference between the
observed and predicted hires per vacancy in construction alone accounted for more than 1 percentage point of the
2.1 percent by which the actual unemployment rate exceeded that implied by the Beveridge curve.

We further decompose the Beveridge curve gap to consider which industries account for the unexplained decline
in the vacancy yield, as well as for the behavior of the quit and layoff rates. The result of this industry
decomposition is that the shortfall in the vacancy yield is widespread across all industries. The vacancy yield deficit
is particularly pronounced in construction, manufacturing, trade and transportation, leisure and hospitality, as well
as in the industries not classified in JOLTS. From February 2011 through April 2011, the difference between the
observed and predicted hires per vacancy in construction alone accounted for more than 1 percentage point of the
2.1 percent by which the actual unemployment rate exceeded that implied by the Beveridge curve.
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Table 1. Employee-only labor share, nonfarm business subsectors, 1997 to 2014

Sector 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Change, 1997 to 2014
Mining 0.37 044 041 033 031 031 026 025 021 021 020 018 022 021 020 022 021 0.22 -0.15
Utilities 24 26 26 28 29 30 28 27 28 26 27 28 27 25 26 27 27 .26 02
Construction 67 66 66 67 67 66 64 61 59 60 62 66 64 64 64 63 63 .64 -04
Durable goods 62 64 66 66 .70 .66 .64 63 62 61 61 62 62 57 58 57 57 .57 -.06
Nondurable goods 49 49 48 48 46 46 45 42 41 39 38 39 35 34 34 34 34 34 -15
Wholesale trade 50 51 52 52 53 53 52 51 50 50 50 50 49 47 48 48 AT A7 -03
Retail trade 58 57 58 58 58 58 57 57 56 56 58 .58 56 55 56 .55 55 .55 -03
Transportation and warehousing 65 65 66 67 68 68 65 63 62 59 62 60 61 58 58 59 58 .58 -.07
Information 43 44 45 52 49 42 41 38 38 38 37 35 36 34 36 37 36 .37 -.06
:Innda[;:eéirl%surance' EEUCEIELE, [l 23 24 24 25 24 24 23 24 24 25 25 26 23 23 23 23 23 23 00
Sg;gfgggg't:i‘gces health care, and 41 40 39 38 34 34 36 39 38 38 .39 .39 38 38 40 42 41 42 01
Professional and business services 70 72 72 75 73 /1 70 v0o 70 71 714 70 70O .70 71 72 73 74 .04
2:;0;’;ﬁg:'t?omnegzJ‘;ggzaggfmes 56 58 58 57 59 58 58 58 58 57 58 59 58 58 58 59 58 .59 03
Other services (except government) 39 39 38 38 41 39 44 43 41 39 42 43 44 40 44 42 44 44 .05

Source: U.S. Bureau of Labor Statistics.

Table 1. Employee-only labor share, nonfarm business subsectors, 1997 to 2014

Sector 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Change, 1997 to 2014
Mining 0.37 044 041 0.33 0.31 0.31 026 025 0.21 0.21 0.20 0.18 0.22 0.21 0.20 0.22 0.21 0.22 -0.15
Utilities 24 26 26 28 29 30 .28 27 28 26 27 .28 27 25 26 .27 .27 .26 .02
Construction .67 66 66 67 .67 66 64 61 59 60 62 66 .64 64 64 .63 .63 .64 -.04
Durable goods 62 64 66 66 .70 66 64 63 62 61 61 62 62 57 58 .57 57 57 -.06
Nondurable goods 49 49 48 48 46 46 45 42 41 39 38 39 35 34 34 34 34 34 -.15
Wholesale trade S50 51 52 52 53 53 52 51 50 50 50 50 49 47 48 48 47 47 -.03
Retail trade 58 57 58 58 58 58 57 57 56 56 58 58 56 55 56 55 55 .55 -.03
Transportation and warehousing 65 65 66 67 68 68 65 63 62 B9 62 60 61 58 58 59 58 .58 -.07
Information 43 44 45 52 49 42 41 38 38 38 37 35 36 34 36 .37 .36 .37 -.06

See footnotes at end of table.
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Table 1. Employee-only labor share, nonfarm business subsectors, 1997 to 2014

Sector 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Change, 1997 to 2014
FEES, MEIETES, i) GEELS, feme) 23 24 24 25 24 24 23 24 24 25 25 26 23 23 23 23 23 .23 .00
and leasing
Educational services, health care, and
. . 41 40 39 38 34 34 36 .39 38 .38 .39 39 .38 .38 40 42 41 42 .01
social assistance
Professional and business services 70 72 72 75 73 /1 70 v0 70 719 714 70 70O .70 .71 72 73 74 .04
Arts, entertainment, recreation, 56 58 58 57 59 58 58 58 58 57 58 59 58 58 58 59 .58 .59 03
accommodation, and food services
Other services (except government) 39 39 38 38 41 39 44 43 41 39 42 43 44 40 44 42 44 44 .05

Source: U.S. Bureau of Labor Statistics.
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